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March 2019 
Tax cap offers strongest shield 
to NY’s poorest school districts 


Over the past seven years, New York's cap on local property tax levies has gener- 
ated billions of dollars in savings for homeowners and businesses, compared to 
previous trends. The cap has been especially effective in restraining school prop- 
erty taxes, which have long been the largest and fastest-growing component of 
New York’s tax burden." 


The cap is flexible: its baseline “allowable levy growth factor” of 2 percent or 
the rate of inflation, whichever is less, is modified by locally variable exclusions 
and exceptions, and can be overridden by a 60 percent vote of district residents. 
Nonetheless, advocates of higher school spending contend the law is unduly 
restrictive. “The tax cap ... hurts our poorest districts the most, placing the most 
severe limits on their ability to raise funds and punishing parents and other 
taxpayers in low-wealth districts who try to provide more funding for their chil- 
dren,” says the head of the statewide teachers’ union.’ 


A different story emerges from comparison of tax and spending data from 2011- 

12 to 2018-19. As illustrated in the charts and tables that follow: 

* Spending has risen faster—and taxes have increased more slowly —in low- 
wealth “high need” districts. 

¢ Adjusted for enrollment, the average annual tax hike exceeded 3 percent in all 
but the poorest districts. 

¢ Thanks largely to exceptions for tax base growth, voter-approved debt pay- 
ments and a one-time teacher pension cost spike in 2013-14, average taxes for 
all districts have increased 23 percent faster than the headline “growth factor” 
would have permitted since 2011-12. 


School Tax and Spending Trends Under Tax Cap 
Districts Grouped by Need/Resource Capacity* 
2011-12 to 2018-19 


Mmmm Property TaxLevy [Total Spending ----- Inflation** 


17.4% 


High Need Urban/Suburb High Need Rural Average Need Low Need All 
(45 Districts) (151 Districts) (335 Districts) (131 Districts) (excluding Big 5) 


* Ameasure of each district's ability to met the needs of students with local resources, computed as the ratio of estimated poverty 
to “combined wealth" based on property values and adjusted gross income. 

** Cumulative seven-year change of 12.4% in Jan-Dec avg CPI for all urban consumers 

Source: NYSED, New York State Property Tax Report Cards 


www.empirecenter.org 


Under the tax cap law, the allowable levy growth factor has been pegged at 2 percent 
three times — in 2012-13 and 2013-14, and again in 2018-19. The lowest growth factor 

was hear-zero —just 0.12 percent in 2016-17. Based on the growth factor alone, school tax 
levies could have risen by a maximum total of 10.9 percent, or about $2 billion, during the 
cap’s first seven years. The actual increase, as detailed in the table below, has been 13.5 
percent, or more than $2.5 billion. 


Added growth was made possible by exclusions including increased taxable values 
attributed to new construction, worth up to $663 million of added taxes, and a one-time 
spike in teacher pension costs in 2013-14—now worth up to $343 million in added levies 
statewide, including subsequent compounded growth, even though pension contribu- 
tion rates have receded to pre-2012 levels. The cap calculation also excludes taxes needed 
to pay debt service on voter-approved capital projects, which came to $670 million in 
2018-19, according to the state comptroller’s office. Overrides have been less of a factor 
in boosting levies: in more than 4,600 school budget vote cycles since 2012-13, there have 
been 186 override attempts, 112 of which were approved.* 


As detailed in the table below, the tax cap worked most effectively to hold down taxes in 
low-wealth, “high need” districts, which are also favored by the state aid formula. High- 
er-wealth districts in the low and average need categories have had to exert significant- 
ly greater local tax effort to boost spending to higher rates, despite a roughly 8 percent 
decline in their enrollments since 2011-12. 


An interactive map detailing total and per-pupil tax levy and spending increases for all 
school districts is posted at www.empirecenter.org/publications/schooldistricttaxmap/ 


The Seven-Year Tax Cap Experience 
Total and Per-Pupil Tax Levies and Spending by Need Category 


Total Tax Levy ($000) Change Total Spending ($000) Change 
2011-12 2018-19 Total Avg 2011-12 2018-19 Total Avg 
High Need Urban/Suburban 1,853,042 2,043,198 10.3% 1.4% 4,123,559 5,106,854 23.8% 3.1% 
High Need Rural 1,210,338 1,320,768 9.1% 1.3% 3,208,110 3,775,448 17.7% 2.4% 
Average Need 8,920,076 10,236,641 14.8% 2.0% 15,571,559 18,173,789 16.7% 2.2% 
Low Need 6,923,111 7,849,292 13.4% 1.8% 8,756,080 10,124,350 15.6% 2.1% 
All districts 18,906,567 21,449,899 13.5% 1.8% 31,659,309 37,180,440 17.4% 2.3% 
Per-Pupil Tax Levy ($) Change Per-Pupil Spending ($) Change 
2011-12 2018-19 Total Avg 2011-12 2018-19 Total Avg 
High Need Urban/Suburban 8,836 9,360 5.9% 0.8% 19,662 23,394 19.0% 2.5% 
High Need Rural 7,179 8,605 19.9% 2.6% 19,029 24,599 29.3% 3.7% 
Average Need 10,981 13,689 24.7% 3.2% 19,169 24,303 26.8% 3.4% 
Low Need 19,029 23,463 23.3% 3.0% 24,067 30,264 25.7% 3.3% 
All districts 12,163 14,751 21.3% 2.8% 20,367 25,569 25.5% 3.3% 


Source: NYSED, New York State Property Tax Report Cards 


''In its first three years, the cap saved property owners $7.6 billion in school taxes, compared to average 6 percent growth over 
the previous 30 years, the Empire Center estimated. https://www.empirecenter.org/ publications /school-tax-growth-sinks-un- 
der-cap/; Using a similar approach, the Rockefeller Institute as of February 2019 estimated the cap had saved property owners 
$16.7 billion in school taxes through 2018 budget years. https:/ /rockinst.org/blog/by-the-numbers-regional-school-property-tax- 
growth-under-the-tax-cap/ 


“TAKE ACTION: Don’t let them make the tax cap permanent,” by Andy Pallotta, President, at https://www.nysut.org/ 
news/2019/january / dont-let-them-make-the-tax-cap-permanent/ 


3 “School Budgets Pass While Voter Turnout Declines,” New York State Association of School Business Officials, May 24, 2018, 
https:/ /cdn.ymaws.com/www.asbonewyork.org/resource/resmgr/reports/maybudgetvote2018_.pdf 


